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STOCKHOLDERS OF THE 


APEX 


ELECTRICAL MANUFACTURING CO 


ANNUAL 


LETTER FROM THE PRESIDENT 


March 28, 1945 

This is a report on the result of operations for the past year, being the third 
year in which the Company has devoted practically its entire efforts and facilities 
to the manufacture of war needs. 

All production of the Company's regular products—Vacuum Cleaners, Wash¬ 
ing Machines, Ironing Machines and Motors was discontinued during the first 
quarter of 1942. Since that time none of these home appliances have been made, 
although service and manufacture of replacement parts for their maintenance 
have continued throughout the intervening period. 

Early in 1942 the conversion of all Apex plants to the manufacture of war 
products was begun. After making rather a good start on large contracts to produce 
Naval Gun-fire Control equipment in the Cleveland plant and Anti-Aircraft Gun 
Mounts in the Sandusky plant during the first year, a change in war requirements 
resulted in an early cancellation of these contracts. This placed the Company in a 
very difficult position, but offered an opportunity to diversify its business over a 
number of products, thus minimizing the risk of future losses through changes in 
requirements of the armed forces. Accordingly contracts were secured for about 
twenty different items for aircraft, ships, tanks, guns and ammunition, some electri¬ 
cal and some mechanical, and comprising so varied a line that changes would likely 
affect but a small part of the total. This policy of diversification made heavy de¬ 
mands on the organization to get into production many w idely different and intri¬ 
cate designs, all completely foreign to our previous experience. 

Gradually the reconversion difficulties were overcome and it is with great 
pride that I am able to advise that, during this past year, we have designed and 










secured tooling and placed into production these many articles needed by the 
various branches of the armed services, thus meeting the high schedules and manu¬ 
facturing requirements of quality heretofore considered impossible. This is an 
outstanding achievement and one which has given great confidence to the per¬ 
sonnel of the Company—the benefits of which should be reflected in the future of 
Apex. Some of these products are briefly illustrated in the margin of this letter. 

Accompanying this letter is a Consolidated Balance Sheet and Income and 
Expense Statement for the past year, showing earnings before Federal Taxes of 
$878,714. Provision for Federal Income and Excess Profit Taxes has been made in 
the amount of $577,000, leaving Net Earnings of $301,714. After deduction of 
Prior Preferred Dividends, this amounts to $3.10 per Common Share and com¬ 
pares with Net Earnings of $257,968, or $2.53 per Common Share of the previous 
year. 

The management believes there will be no adjustment of Net Income for the 
year 1944 through renegotiation, therefore no reserve has been provided. 

Net Sales for the year were $13,494,561. Of this amount Service Sales for 
home appliances accounted for $997,000, the balance was derived from war 
products. The previous year's Net Sales were $9,159,365. This represents a gain 
of $4,335,196 equal to 47%. The increase is accounted for through improvement in 
rate of plant efficiency and the larger number of different war products placed 
into production. 

It has been possible to maintain a backlog of unfilled orders representing a 
full year's business. The present volume of firm orders and those in process of 
being placed with us total about $25,000,000 for delivery within the year, requir¬ 
ing an increase in rate of activity to meet these high schedules. Monthly output 
is now running at that rate. 








Depreciation in the amount of $240,178 was absorbed into the cost of opera¬ 
tion. This amount continues larger than normal, being the third year of amortiza¬ 
tion of facilities acquired for purposes of war production, which is permitted to 
be charged off over a five year period. 

Due to the higher volume of business, Current Assets almost doubled from 
previous year to an amount of $5,581,730. Likewise Current Liabilities about 
tripled in amount to a total of $3,417,500. There were substantial increases in 
Accounts Receivable, Inventory, Cash, Government Securities and Payables. 
Borrowings from Banks through a Government Sponsored VT Credit of $3,500,- 
000 now total $2,000,000—increased from $500,000 at the close of previous year. 

Dividends of $38,598 were paid on Prior Preferred stock at the rate of $7.00 
per share, and payments were made on Common stock of $85,000 at the rate of 
$1.00 per share. 

Working Capital has improved by $222,692, now being an amount of 
$2,164,230. 

Additions have been made to plants at both Cleveland and Sandusky through 
the investment of $159,909, chiefly to provide for large ammunition contracts. 
These extensions were made with Company funds and will fit into postwar plans. 

The complete absorption of practically all personnel in war work has made 
it very difficult to progress in development of postwar products during the year. 
Nevertheless a limited amount of effort has shown some results. 

Shortly before the war, an enlarged Research and Engineering Division was 
established to study and develop company products, a separate property being 
acquired for the purpose. The outbreak of war greatly curtailed these plans, 
yet with this handicap some valuable work has been done and renewed effort will 
be undertaken as soon as personnel is available. 







Particular thought is being given to Automatic Washing Machines as offering 
perhaps the greatest opportunity this Company has ever had. Designs have been 
rather well worked out considering the limited facilities available. Work on the 
fundamentals of this product have been under way for many years, resulting in 
a strong patent position which should be very important for the future. 

While the Government has not announced its reconversion plans, our own 
postwar planning is being carefully done as it is the intention to again manufacture 
Home Appliances as soon as permitted. These Appliances will not be too greatly 
different in design from those previously made, due to the availability of the 
special tooling formerly used, which use will permit a comparatively quick change¬ 
over. Later models of greatly improved designs are in a preliminary stage, and 
further development must await the time when personnel can be spared from the 
war effort. 

Postwar Plant Layout studies are continually being made to keep up the 
changing conditions and to permit rapid reconversion when this occasion arrives. 

Employment has increased from 1,698 employees in December 1941 to a 
present total of 2,834—one-third being women. Percentage of turnover and 
absenteeism of workers has been remarkably low. 

A very satisfactory relationship with employees has been maintained during 
the year. Efforts have been made by labor and management to harmoniously work 
out the many problems which continually arise with a result that all questions 
have been settled in a friendly manner. 

It is an accepted policy of this Company to continue its study of these important 
personnel matters to the end that benefits will accrue to workers and company. 
The spirit shown by all concerned is decidedly encouraging. 


FOR THE DIRECTORS 


C. G. FRANTZ 

President 










CONSOLIDATED 


ASSETS 


ASSETS 


CURRENT ASSETS 

Cash. $ 996,803 

Accounts receivable 

Trade accounts. $1,800,562 

Contract termination claims. 206,407 

$2,006,969 

Less reserve. 25,343 1,981,626 

Inventories—at lower of cost or market: 

Finished products, service parts, work in process, raw 
materials, manufacturing supplies, and war contract 

tooling costs. 2,603,301 


OTHER ASSETS 


Estimated postwar refund of excess profits tax. $ 47,500 

Sundry receivables, advances, etc. 14,915 

Estimated refunds of prior years federal taxes. 10,500 


PROPERTY, PLANT, AND EQUIPMENT 


Land—at cost. 

Buildings, machinery, and equipment— 


$ 90,000 

at cost. 

$1,557,482 


Less reserves for depreciation. 

722,055 

835,427 

Emergency facilities—-at cost. 

$ 497,975 


Less reserves for amortization. 

256,450 

241,525 


PATENTS, LICENSES, ETC. 
At cost less amortization. 


DEFERRED CHARGES 

Insurance and sundry expense 


THE APEX 
AND 


$5,581,730 


72,915 


1,166,952 


39,217 


29,293 


ELECTRICAL 

SUBSIDIARY 



$6,890,107 
































BALANCE SHEET 


MANUFACTURING COMPANY 
December 31, 1944 



LIABILITIES, CAPITAL STOCK, AND SURPLUS 


CURRENT LIABILITIES 

Notes payable to banks Note A 
Accounts payable: 

Trade accounts. $ 693,993 

Unpaid salaries, wages, etc. 194,230 

Income tax and war savings bond with¬ 
holdings from employees 125,384 

Payroll taxes. 49,757 


Accrued: 

State and local taxes. $ 15,200 

Interest and commitment feeonVT loan 13,808 

Federal capital stock tax 12,500 

Federal taxes on income estimated $ 638,926 

Less U. S. Treasury Notes—Tax Series — 
at cost and accrued interest (purchased 
and held for payment of taxes). 326,298 


RESERVES FOR CONTINGENCIES 
CAPITAL STOCK AND SURPLUS 
Capital stock: 

Prior preferred stock, 7% cumulative, 
par value $100.00 per share, redeem¬ 
able at $105.00 per share—Note B: 

Authorized.10,000 shares 

Issued 9,670 shares 

Less redeemed and 

in treasury. 4,156 shares 

5,514 shares 

Common stock, without par value: 
Authorized and issued 90,000 shares 
(including 5,000 shares held for 
resale to employees) 

Stated common capital. 


Surplus—Note C: 

Capital surplus. $ 405,443 

Earned surplus. 2,128,165 

$2,533,608 

Less cost of 5,000 shares of common 

stock held for resale to employees. . . 49,601 


$2,000,000 


1,063,364 


41,508 


312,628 


$ 551,400 


287,200 
$ 838,600 


2,484,007 


LIABILITIES, 
CAPITAL STOCK, 
and SURPLUS 


$3,417,500 

150,000 


3,322,607 

$6^890,107 


Reference is made to notes to financial statements. 






































STATEMENT OF CONSOLIDATED SURPLUS 


THE APEX ELECTRICAL MANUFACTURING COMPANY AND SUBSIDIARY 

December 31, 1944 


CAPITAL SURPLUS 

Balance at January 1, 1944. $ 405,427 

Excess of par value of prior preferred stock purchased for retirement 

over cost thereof. 16 

BALANCE DECEMBER 31, 1944 $ 405,443 


EARNED SURPLUS 

Balance at January 1, 1944 
Add net profit for the year 


Deduct cash dividends paid: 

On prior preferred stock ($7.00 per share). $38,598 

On common stock ($1.00 per share). 85,000 


BALANCE DECEMBER 31, 1944 


$1,950,049 

301,714 

$2,251,763 


U2 3^598 
$2,128,165 


Reference is made to notes to financial statements. 


















CONSOLIDATED PROFIT AND LOSS STATEMENT 


THE APEX ELECTRICAL 


MANUFACTURING COMPANY 


AND SUBSIDIARY 


December 31, 1944 


Net Sales.. . . .... 

Less: 

Cost of goods sold. $11,895,197 

Selling, administrative, general, and other expenses . 692,315 

Other Income: 

Discount earned 

Royalties. 

Interest earned and sundry income. 

Other Deductions: 

Interest and VT loan commitment fee charges 
Bad debts and provision for doubtful accounts 
Loss on sale of land, equipment, and securities 

PROFIT BEFORE FEDERAL TAXES ON INCOME 


Federal Taxes on Income Estimated: 

Provision for the year: 

Income tax and surtax $ 160,000 

Excess profits tax 475,000 

Postwar refund of excess profits tax. 47,500* 

$ 587,500 


i Less refunds of prior years' taxes for operating loss and 


unused excess profits credit carry-back of subsidiary. 10,500 577,000 

NET PROFIT $ 301,714 


Provision for depreciation and amortization of property, plant, and equipment charged to costs and 
other expenses for the year ended December 31, 1944, aggregated $240,178. 

Reference is made to notes to financial statements. 


$13,494,561 

12,587,512 


$ 

907,049 


27,479 


5,583 


1,397 

$ 

941,508 

$ 

48,839 

10,903 


3,052 

$ 

62,794 


$ 878,714 


* Indicates red figures. 

































NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


THE APEX 


ELECTRICAL MANUFACTURING 


COMPANY AND 


SUBSIDIARY 


December 31, 1944 


NOTE A—Notes payable to banks are subject to terms of VT type revolving credit 
agreement dated May 9, 1944, and subsequent amendments which provide, among other 
things, that: (1) total credit outstanding shall not exceed $2,500,000 (except that under 
certain circumstances an additional $1,000,000 is available for stipulated periods), (2) mar¬ 
ketable United States obligations owned (or purchased within thirty days after any given 
date) shall not be less than accrued federal income and excess profits taxes, (3) net current 
assets of not less than $1,250,000 shall be maintained, (4) none of its outstanding capital 
stock shall be purchased or retired except to the extent required by the Articles of Incorpo¬ 
ration, plus $50,000 par value of preferred stock, and (5) dividends paid shall not exceed 
the greater of $7.00 per share annually on preferred stock and $1.00 per share annually 
on common stock or fifty per cent of net profits accruing after December 31, 1943. 

NOTE B—The Company is required to set aside on or before March 31, 1945, as a 
sinking fund for the purchase or redemption of prior preferred shares an amount of 
$28,890. 

NOTE C—Pending final retirement of 4,156 prior preferred shares acquired for 
retirement, surplus is restricted in the amount of $415,600, representing the aggregate 

par value of such shares. i 

NOTE D- Information was filed for consideration of proceedings under the Renego- j 

tiation Act for the year 1943 and subsequently the Company was notified by the Navy Price 
Adjustment Board that the assignment was canceled and in the absence of further develop¬ 
ments no further action was contemplated. It is the opinion of the management that no 
excessive profits were realized during 1944. 







ERNST & ERNST 


ACCOUNTANTS AND AUDITORS 
SYSTEM SERVICE 
Union Commerce Building 
CLEVELAND 


Board of Directors, 

The Apex Electrical Manufacturing Company, 

Cleveland, Ohio 

We have examined the consolidated balance sheet of The Apex Electrical Manufac¬ 
turing Company and subsidiary as of December 31, 1944, and the consolidated statements 
of profit and loss and surplus for the year then ended, have reviewed the system of internal 
control and the accounting procedures of the companies and, without making a detailed 
audit of the transactions, have examined or tested accounting records of the companies and 
other supporting evidence, by methods and to the extent we deemed appropriate. Our 
examination was made in accordance with generally accepted auditing standards appli¬ 
cable in the circumstances and included all procedures which we considered necessary. 

We tested trade accounts receivable by direct communication with selected customers. 
Inventories were based on counts, weights, or measurements made by employees of the 
Company as of December 31, 1944, to the extent it was practicable to follow these procedures 
without interference with delivery of war products. Such inventories aggregated approxi¬ 
mately $900,000.00. Other inventories (including tooling costs for war production that will 
be partially reimbursed by customers and partially amortized as costs of production) repre¬ 
sent book amounts based on cost procedures in effect during the current and preceding 
years which have resulted in reasonably accurate and fairly stated inventories. 

In our opinion, the accompanying balance sheet and related statements of profit and 
loss and surplus present fairly the consolidated position of The Apex Electrical Manufac¬ 
turing Company and subsidiary at December 31, 1944, and the consolidated results of their 
operations for the year, in conformity with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 

ERNST & ERNST 
Certified Public Accountants 

Cleveland, Ohio 
March 27, 1945 












Over 50 percent women are used on manufacturing 
operations of the 81 mm shell. 


bn: 


T HE CLEVELAND PLANT contributed substantially in 
producing diversified war products in the year 1944. 
Lockheed Aircraft steering column and foot pedal assem¬ 
blies, Chicago Pneumatic impact wrenches, amphibious 
tank transmissions and 81 mm mortar shell were a few of 
the important items made in quantity. 

Apex engineers and technicians successfully con¬ 
verted a washing machine plant into one producing war 
products requiring the highest skilled craftsmanship and 
precision manufacturing. 














The changing battle requirements during the past 
year created a great demand for ammunition in large 
quantity. As a result Apex installed a production line 
for 81 mm mortar shell and placed it in successful 
operation within record time. The Cleveland Plant is 
now one of the important, large volume suppliers of 
this vitally needed ammunition and is justly proud of 
the performance of a most difficult task. 















Over thirty-three manufacturing 
operations are required in the 
production of the 105 mm shell 












TOLEDO 
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Rigid Inspection of the 
Bomb Fuse Tail. 


105 M.M. Shell Inspection. Machining Bomb Fuse Tail Threads 

Recoil Mechanism of the Gun Mount Slide. ^ 


T HE HIGH ALTITUDE ROTARY PUMP for 18 cylinder Pratt & Whitney Aircraft 
engines being produced in quantity at the Sandusky Plant is an outstanding example 
of mechanical accomplishment during this war period. Conversion of facilities and training 
of men and women to produce an item of the greatest accuracy and perfection with unbe¬ 
lievably close tolerances, is decidedly a major achievement. 

Following the trend for the need of ammunition, the Sandusky Plant undertook pro¬ 
duction of three important items during the past year, requiring 
substantial plant changes, new facilities, training of personnel 
and the closest kind of cooperation throughout the entire 
organization. 

These products include 40 
mm tracer type projectiles (now 
in its third year of production), 

105 mm shell and a bombtail 
fuse, all for Army ordnance. The 
close of the year saw the lines 
producing at high volume and 
constantly increasing. Many 
other products were being made 
including commutators, electric 
motors, aircraft controls, impact 
wrenches and similar devices. 


Finish Turning of the 40 M.M 
Tracer-type Projectile 























A PEX FOUNDRY facilities, formerly making washing machine castings, are 
now successfully producing large quantities of permanent and sand mold 
castings of aluminum and other non-ferrous metals for the armed services. 
These items include bomb door pulleys, engine panels, self-sealing gas tank 
fittings, manifold connections for landing barges, submarine engine parts, 
range finding equipment, periscope and machine gun bushings, rudders for 
mine sweepers and many other critically needed castings, to a total of over 
250 different types. 

High quality standards have called for new production technique and 
installation of facilities for controlling quality such as metallurgical laboratory 
for testing tensile strength and physical constants of the various metals used. 
Experiences gained will be beneficial in postwar work. 












r ' ass ^-, 

^ Conferences to determine design, style and production methods of postwar appliances. 


Outside design experts are consulted to assure 
complete modern trends. 


( APEX) 


A S THE TIME draws near when Apex will again resume the 
production of domestic appliances, more and more empha¬ 
sis will be placed on the facilities and knowledge available 
in our Research and Engineering Division. Here, during the 
past year, many new developments and major product im¬ 
provements were completed, with special emphasis on the 
automatic washing machine. Many models of wringer type 
washers, cylinder type and floor type vacuum cleaners and 
electric ironers were designed and experimental models built 
to enable Apex to merchandise their products in the postwar 
market. 



































ApEX WORKERS in the armed forces of the 
United States total 615. To those who gave their 
lives in this world conflict we offer silent tribute. 












